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International Trade
WTO Members Holding Deal ‘Hostage'
In Bali Preparatory Talks, U.S. Charges

By Daniel Pruzin

PARIS—Deputy U.S. Trade Representative Michael Punke declared May 29 that
preparations for the World Trade Organization's critical Bali ministerial
conference were being derailed by a handful of countries who were “holding
hostage” a deal on a small number of agreements which WTO members are
hoping to conclude at the Dec. 3-6 meeting.

Speaking to reporters in Paris on the sidelines of the Organization for Economic Cooperation and
Development's annual ministerial meeting, Punke said time was running short and that technical
discussions on the proposed Bali “package” would have to advance by the time of the WTO's summer
break in August if there was any hope of securing a deal by December.

“I don't think the types of discussions we've been having in Geneva over the past four months are
sustainable between now and December,” Punke said. “I think there's a very high degree of frustration
by a large proportion of the membership in Geneva.”

A May 30 meeting in Paris of trade ministers and senior trade officials hosted by Australia needs to
provide “very specific direction about halting hostage-taking and allowing the technical work to move
forward,” he said.

“The truth we must face here in Paris is that the WTO will not get back on track for Bali unless those
members who are holding hostages in this negotiation—refusing to allow progress in one area, trade
facilitation, until they get all they want on agriculture—stop taking that tack,” he said.

“If we can advance the technical work between now and summer, then I think there's still, logistically
anyway, a prospect of having Bali be successful,” he added.

WTO members are hoping to secure a deal on a Bali package that would include an agreement on
trade facilitation as well as several agreements related to agriculture and addressing the special
concerns of the WTO's poorest members.

Jump-Start for Doha

The deal is considered an essential confidence-builder for jump-starting the stalled Doha Round of
trade talks, now in their 12th year, and maintaining the WTO as a viable forum for trade negotiations
at a time when bilateral and regional trade initiatives are taking the spotlight away from the
organization.

Punke said proposals from the Group of 33 developing country food importers on food security and
Group of 20 developing countries on export competition were particularly problematic in securing a
deal on a Bali package.

“The only chance for success at Bali is for this hostage-taking to stop,” he added.
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The Bali preparations will take center stage at the May 30 meeting, which is being chaired by
Australia's trade minister Craig Emerson and will be attended by representatives from Brazil, Canada,
Chile, China, the European Union, India, Indonesia, Japan, Mexico, New Zealand, Norway, South
Africa, Turkey, and the United States, among others.

While Punke declined to specifically name the “hostage-takers,” several diplomats privately told BNA
that India was taking the lead in stalling the trade facilitation talks in a bid to win concessions on the
G-33 food security proposal, of which it is the main proponent. Indonesia, the Philippines and Pakistan
have also championed the proposal to varying degrees.

The G-33 proposal would allow developing countries to classify purchases of food stocks at subsidized
prices to be classified as “green box” subsidies exempt from WTO spending limits. Normally, such
price supports must be classified as trade-distorting “amber box” support.

India's Proposed Bill

India's parliament is currently considering a Food Security Bill which would expand subsidized
purchases of rice and wheat at an estimated cost of $24 billion annually. If approved, the bill would,
one official said, “blow through” India's current amber box spending limits and expose India to
possible WTO dispute settlement proceedings.

Punke said while the United States was willing to address the concerns of the G-33 and G-20, it was
unrealistic to expect agreements on these initiatives to be reached by Bali.

It is “self-evident that any agriculture discussion must be calibrated to what is ‘doable' by Bali—not so
broad as to trigger unfinishable negotiation across the original scope of the Doha agriculture talks,” he
declared.

“Current proposals from the G-33—and alternatives proposed—and the newest G-20 proposal on
export competition fail to meet that test.”

South Africa trade minister Rob Davies countered that the agriculture element of the Bali package was
critical for developing countries, which continue to face unfair competition in the form of high tariff
barriers and massive farm subsidies of rich country members.

“If there's going to be an agreement on something in Bali, there's going to have to be understanding
of the importance of something for the entire membership,” Davies declared. “The idea that the only
thing that needs to happen in Bali is trade facilitation, I don't agree with that.”

Distortion in Global Agriculture Trade

“There is a huge distortion of global trade in agriculture, the subsidies, the high tariffs in agriculture
that continue to affect the African continent, which is the home of 60 percent of the world's
uncultivated agricultural land,” Davies continued. “The effects of subsidies and of distorted trade in
agriculture are a very, relevant matter … that's going to have to be addressed.”

The proposal from the G-20, of which Brazil serves as coordinator, calls on developed countries to cut
their existing WTO caps on export subsidy spending by 50 percent and to reduce their permitted
quantities of subsidized exports to the levels they actually subsidized during a 2003-2005 base period.
The reductions would be written into developed members’ schedules by the end of 2013.

The proposal also calls for new disciplines on export credits, export credit guarantees, and insurance
programs which are problematic for the United States. In particular, the maximum repayment period
for export financing support would be limited to 540 days, applicable for all new support provided after
2013.

Developing countries would have an additional three years to meet this requirement, but would be
excluded from the commitments on export subsidies in the proposal's current form.

The G-20 is led by Brazil and includes major developing countries such as Argentina, China, Egypt,
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India, Indonesia, Mexico, South Africa, and Thailand.

Mexico's WTO ambassador Fernando de Mateo told a meeting of the WTO's negotiating group on
agriculture May 23 that Mexico was not seeking to exclude itself from any commitment to reduce and
eliminate export subsidies. Trade officials told BNA that Mexico was the main reason the reference to
developing country commitments on export subsidies was removed from the final proposal.

The exclusion of the commitments was due to the fact that G-20 members did not have sufficient time
address Mexico's specific concerns regarding the base period for reducing the subsidies proposed in
the original draft, which would have unfairly penalized Mexico by using a period where it did not
provide any export subsidies.

“We are fully committed to eliminate export subsidies” to the extent that all members who have such
support and have commitments to reduce them do the same, de Mateo declared.
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